
COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In tho Matter of: 

THE JOINT APPLICATION PURSUANT TO 1994 
HOUSE BILL NO. 501 FOR THE APPROVAL OF 
THE PRINCIPLES OF AQREEMENT, DEMAND SIDE 
MANAQEMENT, THE UNION LIQHT, HEAT AND 
POWER COMPANY, AND FOR AUTHORITY FOR THE 
UNION LIQHT, HEAT AND POWER COMPANY TO 
IMPLEMENT VARIOUS TARIFFS TO RECOVER _. ~~ ~ - .. 
COSTS, LOST REVENUES AND RECEIVE 
INCENTIVES ASSOCIATED WITH DEMAND SIDE 
MANAQEMENT PROQRAMS 

CASE NO. 95-312 

ORDER 

On July 19, 1995, an application for approval of a demand-side 

management (IIDSM") plan was filed by The Union Light, Heat and 

Power Company ("ULHI&P"I, the Office of the Kentucky Attorney 

Qeneral, the Northern Kentucky Citizens Action Commission, Citizens 

Organized to End Poverty in the Commonwealth, and two individuals: 

Suean York and Hazel Buchanan. The DSM plan includes the 

implementation of specific DSM programs, a collaborative process to 

consider and develop additional DSM programs, and tariffs which 

would permit ULH&P to recover DSM program and administrative costs, 

lost revenues, and incentives. The application was filed pursuant 

to KR8 278.285, which grants the Commission the authority to review 

and approve DSM plans and cost recovery mechanisms. The DSM plan 

would be in effect through December 31, 1999. 

The propowed DSM plan and recovery mechanism were developed 

through a DSM Collaborative comprised of representatives of ULH&P 

and it€. customers. The Collaborative will be responsible for 



developing and considering additional DSM programo to be 

implemented in ULH&P1a sarvica territory. Cuetomel: c l a m  

subgroupc, whose responsibilitiae will includa dQQignhg., 

implementing, and monitoring the parformanca OP DSM programe, will 

be formed by the collaborative. In malacting program0 for 

implementation, the subgroups will calculate and give due 

consideration to appropriate cost-banefit testa. 

Under the proposad DSM plan, twelve DSM progreme would ba 

implemented in ULH&P’s service tarritoryi six programe daeignad 

for residential customers and six programs intandad for commercial 

and industrial customers. The rosidantial programa include (1) B 

conservation and energy education program, ( 3 )  an experimental 

energy conservation rate, ( 3 )  direct load control of central air 

conditioners and heat pumps, ( 4 )  a high efficiancy heat pump rebate 

program, ( 5 )  a homa energy checkup program, and ( G )  a do-it- 

yourself energy analysis. The commercial and induetrial programe 

include (1) a high efficiency lighting mbata plan, ( 2 )  a thermal 

energy storage off-peak air conditioning plan, ( 3 )  an anergy audit 

plan for small commercial and industrial cuotomers, ( 4 )  a 

customized energy audit plan for medium and largo induotrial 

customers, ( 5 )  an adjustable speed drive motor incantiva plan, and 

( 6 )  a high efficiency motor incentive plan. 

The DSM plan also includeo proposed DSM Coat Recovery Riders 

for gas and electric service which are intendod to racovar the 

cost8 related to all twelve DSM programa, aa wall an tho 

appropriate levels of lost revenues and incentivee aseociatad with 
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the DSM psograino I 

uridor two aoto 

residentin1 nnd 

Thana ridare ara npplicable to eervico provided 

of gaa nnd alactric tariffa, cntegorised as 

non-roeidant id earvicra, and aro deeigned to 

recover the coata of DSM pragsntna implanrantad for the appropriate 

cuotomcr claao. Altto includad in tho npplicntion are (1) 

Exparimental Conoorvation Itnta Schedulee far gna and electric 

customare, ( 2 )  Tariff Ridar IRS (IntOrrUgtibla Raaidential Service) 

permitting bill craditn for cuetoinare participating in the Peak 

Energy Conoorvation Program, and ( 3 )  Tariff' Rider TEE (Thermal 

Energy Storago) for cuotomara who inetall n tharmnl etoraga cooling 
eyetem. 

Under tho DSM plan, loot ravanuaB from dacraaoad aalas of 

natural gaa and eloctricity to rasidantial customern attributable 
to DSM programs aro to bo racovarad by docoupling ravenuea from 

oalae. The docoupling machaniem will oparata agl followel (1) a 

base level of  non-variabla ravanua ie dofinad a@ the non-variable 

revenue roquiremont datorminad in ULN&P'e moat racenc ra te  case, 

( 2 )  an annual adjuotmant will bo mada by multiplying the baae 

revenue level by (i) a factor obtainad by dividing tho twelve month 

average numbor of rosidantial cuetamare by tho average numbar of 

reoidontial cuotomore during calandar yaar 1994 and (ii) a 

compounded uoago-par-cuotomor growth factor, initially s e t  a t  a 

pooitive 0.0175 for oloctric cuetomare and a nagativo 0.0156 for 

gas cuotomero, and ( 3 )  tho difforanca batwaon tho adjuoted level of 

non-variable revonuo and actual non-variable ravenuo will be 

divided by eetimatod MCF or kWh ealoa for tho upcoming twelve-month 
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period to calculate a rasidential decoupling reconciliation 

adjustmont factor for gas and electric customers. 

At an informal conference on July 26, 1995, ULH&P and other 

Collaborative members deacribed the proposed DSM programs and the 

C3st Recovery Mechanim. In particular, ULH&P described the 

methodology used to calculate the usage-per-customer growth factor 

in the residential decoupling mechaniam. 

ULH&P conducted an ordinary least squares regression analysis 

which indicated a positive growth rate in kWh usage per residential 

electric customer and o negative growth rate in MCF usage per 

residential gas customer. ULH&P'a eleven-year regression analysis 

of actual usage data results in the proposed growth factors of a 

positive 0.0175 for electric customera and a negative 0.0156 for 

gas customers. 

On an annual basis, ULH&P will calculate and file its 

calculated D9M Cost Recovery Mechanism with the Commission. A 

balancing account will be created to reconcile differences between 

actual and estimated amounts of program and administrative costs, 

incentives, and non-residential lost revenueQ collected through the 

mechanism. For residential customers, lost revenues will be 

collected through the decoupling mechanism. Any over- or under- 

recovery, with interest applied, will be divided by estimated kWh 

or MCF sales for a subsequent twelve-month period to determine the 

DSM balance adjustment to be included in the cost recovery 

mechanism. 
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Baood upon i t a  roviaw of WLl~fiP'e proposed DSM plan, and being 

OthQrWiOo oufficinntly adviaad, the Commisaion finds that the 

propomd DSM plan in renoonablo, and ohould bo approved for the 

period ending Decombor 31, 1999, except an modified below. 

The Commiuoion findo that tho uoage-per-customer growth factor 

contained in t h o  rooidontial decouplirig mechanism should be 

monitored over tho term of the DSM plan. A roview or the eleven- 

year usage data uood by WLH&P, and additional data provided in 

rosponse to a roquoot for information,' indicated potential shifts 

in the ratao of ahango of nnnual eloctricity and gao usage per 

cuotomer in tho lator yoare of the period under roview. For 

instance, tho ratou of change of annual weather-normalized 

electricity usago per cuntomor nppear to decreaoa beginning around 

1990 and a oteopor declino in woathcr-normalized gas usage per 

customer begino around 1989. Furthermore, actual olectricity w a g e  

per cumtomor during tho h o t  oeven yearn of the review period 

exhibited conoidorabla fluctuationo. Actual gas uoage per customer 

during the laot fiva yoaro of the reviow period exhibited 

relatively flat growth. 

If thane apparent pattorno continua, the progoaed electric and 

gas usage-per-cuotomor growth factoro could overstate the actual 

changeo in cuatomor uoage. Therefore, the Commio~ion findo that: an 

annual rocnlculation of tho electric and gao usage-per-cuatomer 

growth factoro, uoing actual cuotomer usage data from the most 

1 

ULH&P1a Rooponse to Item 1 o f  the Commission's Order dated 
Septembor 8, 1995. 
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currant olavan-yoar period, will sufficiently reflect changes in 

uoaga growth ratoa. 

Succaooful DSM programs should rnsult in lownr electricity and 

gno unnge by participating cuatomsrs. ULH&P's residential 

docoupling machaniom dooa not account for such a decline in usage 

by program pnrticipanta. Therefore, ULH&P should perform a study 

whlch comparoo tho electricity and gas usage patterno of DSM 

program participanto with those of non-participating customers. So 

that tha Commiooion may track the progrenn of the study, ULH&P 

ohould fila roporto of preliminary etudy results with its annual 

rat0 rocovary filingo. Tho overall results of the study should be 

proeantod to tho Commiooion at tho end of the current plan in 1999. 

Thia information may than be ueed in the dosign of a decoupling 

mochnniom that reflect6 any significant differences in usage 

pattorno botwoen program participanto and non-participants in the 

ovent tha Collaborative raqueatn a continuation of residential 

rovenua dccoupling. 

IT IH THEREFORE ORDERED that1 

1. ULH&P'o DSM plan be and hereby is approved as provided 

in thio Order for the pariod ending December 31, 1999. 

2 .  fJLH&P ohall rccalculata on an annual basis the electric 

and gao uonge-par-cuotomcr growth factors contained in the 

rcnFdcntia1 dccoupling mochaniom using customer usage data from the 

moot recent eleven-year p8riOd. 

3. ULH&P shall perform a study which compares the 

electricity and gao uonge patterns of DBM program participants with 
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those of non-participants, and shall present the findings to the 

Commission in annual update reports and a final report at the end 

of tho D3M plan in Decembar 1999. 

Done at Frankfort, Kentucky, this l a c  day of December, 1995. 

PUBLIC SERVICE COMMISSION 

ATTEST: 

(pp i ! L u y  
ecut ve D rector 


